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Argentine Payments Arrangements 


The Central Bank of Argentina has announced mullti- 
lateral payments arrangements, under what is termed 
the Paris Club, with a group of European countries, to 
come into force as of July 2. The countries are Austria, 
Belgium-Luxembourg, Denmark, France, the Netherlands, 
Norway. Sweden, Switzerland, and the United Kingdom. 
All payments and collections with these countries will 
be in any of their currencies, which are therefore trans- 
ferable among them. As a transitory arrangement, Aus- 
tria will continue to pay for its purchases from Argentina 
in dollars, and Argentine purchases from Austria will 
be paid for in sterling. 

lhe Federal Republic of Germany has expressed its 
concurrence with the principles of the multilateral pay- 
ments arrangements. It also has stated that it is prepared 
to consolidate 


Argentinas present swing debt of $3 


) 
million and to aid in consolidating Argentine debts to 
private German firms. which amount to $150 million 
provided that arrangements for such consolidation are 


first worked out in negotiations. 


The present regulations requiring prepayment for Ar 
rentine exports or the establishment of an irrevo able 
credit prior to shipment will continue in force in rela 
tion to all the countries with which the new arrangements 
have been made. Authorized institutions can extend ex 


change guarantees for up to 60 days. The Argentine 
Central Bank will grant exchange permits in the currency 
of any of the countries for import payments to any ol 
them. However, pending new regulations in regard to 
1 iark, Norway, and Switzerland, exchange permits 
will be given only in the currencies provided for in exist 
ing bilateral arrangements. in order to utilize outstand 
ing balances. Permits granted after July 2 will have the 
same exchange guarantee as at present. 

Arbitrage in official market transactions in any of the 


balances of the countries entering the agreement can take 


Europe 
Degrees of Convertibility in Western Europe 


In surveying the current exchange situation of Western 
Europe, the Banker states that, while the signal for any 
formal move to convertibility still rests with the United 
Kingdom, and the U.K. Government has decided that 
such a move must await a significant strengthening in 
the U.K. economy and in that of the sterling area as a 


whole, the continental countries, and notably West Ger- 


place in any of these countries. In the meantime, however, 
these exchange arbitrage transactions will be conducted 
only by the Central Bank. 


Various provisions regulate the completion of trans- 
actions in bilateral agreement currencies entered into 
) 


before July 2. The most important are as follows: Pay 


ment of credits for exports outstanding as of July 2 is to 
be made in the transferable currency of the country of 
Drafts issued before 
July 2 for the purchase of Argentine products should be 
used to pay for exports to the partner to the bilateral 


arrangement under which the draft had been issued. 


destination of the commodities. 


Payment in relation to import transactions, except for 
goods from Denmark, Norway, and Switzerland, initiated 
prior to July 2, is to be made in the appropriate trans- 
ferable currency. Exchange permits covered with a letter 
of credit can be utilized under the conditions for which 


they were originally issued. The Central Bank may allow 


certain modifications when 


cerned KF 


request their adaptation to the new payments conditions. 


agreed by all parties con- 


1 permits without credits, the parties have to 


Allocations of exchange for one or more of the countries 
entering into the new agreement, except Denmark, Nor- 
way. and Switzerland. can be utilized for commodities 
; 


from any of them or to make payments in the currency 


if anv of them. 


Incoming and outgoing free market payments between 
\rgentina and the European countries participating in 
these arrangements, with the temporary exception ol 
\ustria. are to be made in any of these countries trans- 
ferable currencies. Authorized institutions may engage 
bitrage operations in these currencies 
ces: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main. Germany. June 25, 1956: La Nacion, 
Buenos Aires, Argentina, July 1, 1956 
many. Belgium. and the Netherlands, have in recent 
months been flexing their convertibility muscles some- 
what ostentatiously. The West German Government has 
wielded the axe with considerable vigor on the remains 
of the structure of its exchange control. though a high 
official of the Bank deutscher Lander has affirmed that the 
move to full convertibility will still not be made until 
“five minutes after Britain.’ The German advance is on 
three fronts. The first is to free imports of gold and per- 


mit the establishment of a free domestic gold market. 





10 


This amounts to little more than the recognition of an 
already existing market. German exporters, who previ- 
ously were required to remit exchange to the authorities 
within six months, are allowed to retain abroad the pro- 
ceeds of their sales. And residents in West Germany are 
permitted to buy foreign securities quoted on foreign 
stock exchanges, on the sole condition that the titles to 
these securities are deposited with authorized German 


banks. 


liberalization of dollar imports (see item, page 11). “The 


There has also been a further extension of the 


combined effect of these measures,” 
Banker. 


bility to the German resident.” Roughly the same degree 


according to the 


“will be to grant virtually complete converti- 


of exchange freedom is already enjoyed by residents of 
Switzerland and Belgium. tn the Netherlands, Portugal. 
and France, the element of domestic convertibility is also 
greater than in the United Kingdom. though in France 
and Portugal the degree of dollar liberalization is smaller. 
Of all the currencies with pretensions to international 
importance, sterling is described as being very nee ly at 
the bottom of the list in the extent of convertibility for 
residents. On the other hand, it is unsurpassed as a me 
dium in the finance of international trade, and second 
only to the U.S. dollar in the freedom with which it can 
between nonresidents 


be negotiated and_ transferred 


throughout the trading world. 


The Banker, London, England, June 1956. 


Source: 


Renewal of European Payments Union 


The prolongation of the European Payments Union 
for another year on the terms proposed by its Managing 
Board (see this Vews Survey, Vol. VIII, p. 389) was 
announced on June 29. Bilateral repayment and amor- 
tization agreements similar to those in operation since 
June 1954 have been approved for a further 207.5 mil- 
lion units of account, in addition to a voluntary immedi- 
ate repayment by Italy of 12 million units of its debt to 
the EPL. The special credit of 50 million units granted 
1955 has been extended for a 
further year, to June 30, 1958. The OEEC Council has 


instructed the Managing Board to continue its study of 


to Italy as from July 1. 


the problem raised by the fact that no fixed maturity 
dates are provided for credits received by the Union 
within the quotas or rallonges to the quotas, and to sub- 


mit a report by March 31, 1957. 


Source: Organization for European Economic Coopera- 


tion, Press Release. Paris. France. June 29, 1956. 


U.K. Economic Situation 


The Chancellor of the Exchequer said, in a speech to 
the Hotise of Commons, that there are now signs of a 
weakening in the intensity of the boom in the United 
307.000 at 
the end of May, compared with a peak of 473,000 last 


year. There are perhaps 100,000 workers on short time. 


Kingdom. Unfilled vacancies amounted to 
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Unemployment remains at nearly 1 per cent, but this is 


less significant than the fact that there are still 11% 
vacancies for each person employed. 

Investment by manufacturing industry rose by 20 per 
cent last year, and a further increase of 15 per cent had 
been forecast for this year, but latest returns indicate 
that private manufacturers have revised their investment 
intentions upward. Although orders in the machine tool 
industry are still rising, there are signs of some slacken- 
ing. There are also indications that raw material stocks, 
other than those of steel, are being run down by more 
than the seasonal amount. In the first four months of 
the year, consumption was maintained at the same level 
as in the second half of 1955, when allowance is made for 
price changes and seasonal factors. It may still rise, but 
the Chancellor is hoping to check it to some extent by 
efforts to stimulate saving. 

The recent dip in the sterling exchange rate was not 
due to any lack of confidence or to speculation. Heavy 
commercial demands for grain, oil, tobacco, aluminum, 
and cotton happened to coincide rather earlier than usual, 
and the effects on the rate of the increased demand for 
dollars were aggravated by the strength of the deutsche 


mark. 


In the first five months of this year, exports were 6!» 
per cent above those in the same period in 1955 but, after 
allowance for the effects of the dock strike last year, the 
true increase was of the order of 10 per cent. Imports, 
on the other hand, increased by only 12 per cent. The 
over-all current account surplus for the first half of the 
year will be not less than £100 million. The outlook for 
exports is encouraging and, though imports may rise, 
the invisible balance should be better in the second 
half of the year. The period is now approaching, how- 
ever, when reserves are under special pressure, and the 
Chancellor expects them to fall. Some difficulties in the 
balance of payments of the rest of the sterling area must 
also be expected. The prices of some important raw ma- 
terials have fallen, and some large investment programs 
are under way. 


Source: The Times, London, England, July 4, 1956. 


Establishment of Transferable Guilder Area 


\ transferable guilder area has been established by the 
Netherlands, effective July 9, 1956. Previously, the trans- 
ferability of balances between nonresident guilder agree- 
ment accounts of different nationality was, as a general 
rule, limited to accounts of countries taking part in the 
intra-European multilateral foreign exchange arbitrage 
arrangement. The transferability has now been extended 
to guilder agreement accounts of all EPU countries, ex- 
cept Turkey. and also to guilder accounts related to 
Afghanistan, Brazil, Chile, Ethiopia, Finland, Iran, Leba- 
non, Saudi Arabia, Sudan, Syria, Tangier, Thailand, and 


Yemen. Guilder balances of members of the transferable 
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guilder area can also be converted into the currencies of 
the countries participating in the multilateral arbitrage 
system and can be credited with sales of such currencies 
for guilders. 

Source: Nieuwe Rotterdamse Courant, Rotterdam, Neth- 


erlands, July 7, 1956. 


New Norwegian Liberalization Measure 
As of July l, 


Norwegian tourists going abroad has been extended to 


the allocation of foreign exchange for 


trips to all European countries, the United States, and 
Canada; previously, foreign exchange was granted for 
trips to only the EPI 


Yugoslavia. The amount granted is the same, regardless 


countries, Finland, Spain, and 


of the country to be visited, namely, the equivalent of 
NKr 700 (US$98) per year. The condition for obtaining 
foreign exchange for traveling to the United States and 
Canada is that the traveler has a visitors nonimmigrant 
visa. 

This measure is part of the efforts of the Government 
to increase liberalization (see this News Survey, Vol. IX. 
p. 3). 
Minister of Commerce declared that, if the foreign ex 
change situation continues favorable, the Government 
intends to increase liberalization further, preferably this 


fall, but no later than next spring. 


Source: Norges Handels og Sjofartstidende, Oslo. Not 


way. June 30, 1956. 


lialy's Foreign Exchange System 


A new decree law. which became effective in Italy on 


June 8. provides for coordination of the basic regulations 
governing the country’s foreign exchange control and 
gives the Minister of Foreign Trade wider powers with 
respect to the introduction of new regulations covering 
external payments. The new law redefines the rights and 
obligations of residents and nonresidents with respect to 
the foreign exchange market and, in abolishing 44 previ 
ous legal measures, strips the exchange regulations of 
provisions that have proved obsolete or inadequate. In 
addition, controls which seem superfluous have been elim 
inated, so that the new law provides a much simpler and 
more flexible long-term instrument which is adaptable to 
different situations. The law also introduces a certain 
liberalization of payments, by introducing a free market 
in Italy for foreign government notes and banknotes. 
Italian residents may now acquire foreign banknotes from 
nonresidents through the sale of personal articles or the 
rendering of services to nonresidents during their stay 
in Italy. The previous regulations prohibited hotels and 
shops from accepting foreign currency from nonresi- 
dents, who therefore could only legally obtain lire by 
selling their foreign exchange to authorized banks ot 
exchange offices. Henceforth, banks may buy foreign 
banknotes from nonresidents or from residents at free 


market rates which are quoted daily in the principal 


In announcing the liberalization measures, the 


1] 


newspapers. In accordance with authorizations by the 
appropriate Ministries, Italian residents may buy foreign 
banknotes for the purchase of foreign securities and for 
other participation in foreign business. Also, foreign 
banknotes may be sold to Italian residents for tourist 
purposes within the limits of the existing regulations. 
Banks may also sell foreign banknotes to nonresidents 
against lire accruing to them in respect of repayments 
of capital invested in Italy and interest and dividend pay- 
ments over and above the limits established by the pres- 
ent law on investment of foreign capital. 

Immediately after the promulgation of the new law, 
the lira banknote rate appreciated in terms of foreign cur- 
rencies on both the Italian exchange markets and the 
Zurich exchange market. The appreciation with respect 
to the dollar and the deutsche mark was just under | per 
cent; with respect to the Swiss franc, it was a little over 
| per cent. 

24 Ore, June 7 and 8, 1956, and Corriere della 
Sera, June 7, 1956, Milan, Italy; Neue Ziircher 


Zeitung, Zurich, Switzerland, June 8, 1956. 


Sources: 


Liberalization of Dollar Imports in West Germany 

lhe list of goods that West Germany has recently added 

its dollar free list (see this News Survey, Vol. VIII, 
p. 399) includes about 600 items, of which about 140 are 
agricultural and the remainder industrial goods. The 
principal items whose importation from the dollar area 
has been freed are offal, sea fish, egg products, certain 
tropical fruits, tea, spices, « 


foodstuffs, 


ertain types of seed and tinned 
oal, coffee, lubricants, copper, certain types 
of small automobile, and a number of chemical, rubber, 
timber and paper, textile, and iron and steel products. 
The United States actually produces very few small 
automobiles, so that imports of most U.S. cars still remain 
subject to quota restriction.) Since there were no re- 
strictions on coal and coffee imports under the so-called 
open licensing procedure. the real increase in the liberal- 
ization proportion is actually not so sharp as the an- 
nounced percentage figures would indicate. Nevertheless. 
the dollar area may be expected to gain in importance as 
i supplier of West Germany. There is already a cleat 
trend toward increased purchases from the dollar area. 
such imports in the first four months of the current year 
having accounted for 23 per ceni of total West German 
imports, against 18 per cent in the corresponding period 
in 1955. At the same time. imports from the sterling area 


fell to 15.8 per cent, from 17.2 per cent a year earlier: 
ind those from the EPL area decreased to 63.9 per cent. 


from 68.1 per cent. 


Ziire her 


23. 1956. 


Source: Neue Zeitung, Zirich. 


Switzerland. 
June 


Greek Public Finances 


Ordinary budget revenue of Greece in the first 1] 


months (July 1955-May 1956) of the fiseal year 1955-56 





| ) 


was Dr 8.453 million: this was Dr 1,205 million, or 
16.6 per cent, higher than in the same period a year ear- 
lier. The increase resulted from substantially larger rev- 
enue from indirect taxes, primarily because of increased 


revenue from customs duties, including 


consumption 
taxes levied at the time of importation. Customs duties 
were adjusted upward in April 1955; in addition, imports 
in 1955-56 were higher than in the previous year. On the 
other hand, revenue from direct taxes, at Dr 1,302 million, 
was Dr 118 million, or 8.3 per cent, less than in the first 
11 months of fiscal 1954-55, apparently as the result of 
the initial effects of the new unified progressive income 


tax introduced as of July 1, 1955. 

The Government has decided to make, as of January 1. 
1957, the fiscal year coincide with the calendar year and 
to prolong the fiscal year 1955-56 until the end of Decem- 
ber 1956; therefore, the current fiscal year will comprise 
Hence- 


forth, the budget will be divided into two special budgets. 


an 18-month period (July 1955-December 1956). 


One budget will cover only ordinary revenue and ordinary 
expenditure, the latter including expenses for reconstruc- 
tion of earthquake-devastated areas; neither deposits of 
public entities nor U.S. aid funds will finance ordinary 
expenses. The extraordinary budget will include invest- 
ment expenditures and revenue raised specifically to 


finance 


such expenditures; U.S. aid will be utilized 


exclusively for investment purposes. 


In discussing these changes. the Minister of Finance 
stated that ordinary revenue and ordinary expenditures 
for the prolonged fiscal year 1955-56 have been brought 
into balance and that a reserve fund of Dr 300 million 
has been provided. This was achieved through permanent 
economies amounting to Dr 800 million annually and an 
upward adjustment (Dr 240 million) of estimated rey 
enue during the July-December 1955 period. Higher rev- 
enue is expected from increased economic activity and 
the measures taken to combat tax evasion. New taxes 
were not imposed; on the contrary, the extraordinary tax 
contribution introduced in April 1955 to cover expenses 
for the reconstruction of earthquake-stricken areas has 
as of July 1, 1956. The Minister also 
stated that. of the Dr 1,400 million of U.S. aid counter- 


been abolished 


part funds that were to be transferred to the 1955-56 
budget (see this News Survey, Vol. VIII, p. 224), only 
Dr 1,000 million would be transferred as revenue to the 
budget by June 30, 1956, under an agreement with the 


U.S. mission. The remaining Dr 400 million, together 


with a new allocation of another Dr 400 million from 
the same source, will be utilized exclusively for produc- 
tive investment during the second half of the calendar 
year 1956. 

Sources: Naftemboriki, July 7, 1956, and earlier issues. 


Athens, Greece. 
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Middle East 
Oil Industry in the Middle East 


The oil industry in the Middle East, which employs 
about 150,000 persons, has a cumulative invested capital 
in the area (including refineries and pipelines) of about 
$2.6 billion, and is now making to governments direct 
contributions of some $880 million a year, in addition 
to indirect contributions of about $200 million a year by 
way of wages to employees and local purchases of goods 
and services. In 1955, oil income plus local expenditures 
of the oil companies represented approximately one tenth 
of national income in Iran and Syria, one third in Iraq, 
between 45 and 60 per cent in Bahrein and Saudi Arabia, 
and over 90 per cent in Kuwait and Qatar. In the latest 
year for which statistics are available, oil revenue ac- 
counted for 38.3 per cent of total government revenue in 
Iran, 53.1 per cent in Iraq, 71.3 per cent in Saudi Arabia, 
and 97 per cent in Kuwait. In some countries, plans have 
been elaborated for using oil revenue for development. 
In Iran and Iraq, a substantial part of the oil revenue is 
being used to finance comprehensive development pro- 
grams. In some of the Persian Gulf states with limited 
development possibilities, oil revenues are accruing at a 
rate greater than that at which they can be used effec- 
tively for development. To some extent, surplus funds in 
oil producing countries are filtering through to other 
countries of the region as a result of official loans and 
investments and of private initiative. Private funds are 
tending to flow into real estate investment in Egypt and 


Lebanon. 


source: 


United Nations, Department of Economie and 
Social Affairs, Economic 
Viddle East 
May 1956. 


Developments in the 
1954-1955. New York. N-.Y.. 


Credit Policy in Israel 


The Bank of Israel, which began to function as Israel’s 
central bank on December 1, 1954, increasingly suc 
ceeded during 1955 in demonstrating the importance to 


the national economy of a centralized monetary policy. 


In a country of mass immigration, continuous develop- 


ment, extensive investment schemes, and a large defense 
budget, there is an ever present danger of inflationary 
pressure, and the Governor of the Bank of Israel em- 
phasized this in his Reports to the Finance Committee of 
Parliament in March and November of 1955. 


The Annual Report of the Bank Leumi le-Israel sum- 
marizes the steps taken by the Bank of Israel to enforce 
its credit policy. Financial institutions were asked, from 
June 1, 1955, to report to the Controller of Banks on 
their liquidity, not only at the end of each month, as had 
been customary until then, but also once a week. The 


Bank of Israel Law enabled the central bank to extend 
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its control over financial institutions to cover credit 
cooperatives also, and to exact compliance by them with 
its liquidity requirements, thereby ensuring a more uni- 
form observance of these regulations. No simplified for- 
mula has yet been worked out for these regulations, which 
so far cover three methods of control. (1) Banks are 
required to maintain varying degrees of liquidity against 
all demand deposits, whether in local or foreign cur- 
rency, up to 90 per cent insofar as they exceed the total 
amount of such deposits held on March 31, 1953. (2) 
Minimum balances of 15 per cent of the liquidity thus 
required against deposits in Israel pounds must be held 
with the Bank of Israel. (3) A ceiling has been placed 
on the total volume of bank loans. The Bank of Israel 
debits financial institutions at the rate of 7 per cent pet 
annum for a period of not less than one week, in respect 
of any deficiency in liquidity under these regulations. 

In administering its selective credit policy, the Bank 
of Israel from time to time exempts from the liquidity 
calculations specific credits considered of particular im- 
portance to the country’s economy. Any increase which 
the Bank of Israel desires in the total amount of bank 
credits is usually effected by way of rediscount. There 
were no major credit policy changes during the year, but 
the interest rates on amounts held by banks with the Bank 
of Israel were increased. No interest is paid on the first 
25 per cent of the minimum balances maintained by the 
banks, but on the remaining 75 per cent the rate was 
increased in May 1955 from 1!» per cent to 2 per cent. 
On amounts deposited in excess of the required minimum, 
the rate was raised from 2!, to 2!» per cent. Furthermore. 
since August 1955 the Bank of Israel has been prepared 
to accept from banks fixed deposits for three months at 
} per cent per annum. (The rates payable on these fixed 
deposits were raised further in June 1956 to 3!5 per 
cent for six-month, and 4 per cent for twelve-month, 
deposits. ) 

The ceiling for bank credits as fixed in August 1954 
remained unchanged during 1955. (In April 1956, banks 
were permitted to make loans for “vital” purposes, sub 
ject to approval by the Bank of Israel, in an amount 
3 per cent higher than the total outstanding on Novem 
ber 30, 1953.) The system of refinancing certain essential 
bank loans by way of rediscount was, however, intro 
duced by the Bank of Israel. These fac ilities are extended 
to financial institutions with credit balances with the 
Bank of Israel of not less than 1£200,000, i.e.. to nearly 
all the banks in the country. The rediscount rate was 
fixed at 6 per cent per annum on condition that the cost 
of the bank loans to the borrower should not exceed 
1 


o 
o 


» per cent per annum, but the banks do not always 
consider this difference of 2! per cent sufficient to cover 
the risk of the loans and the cost of their administration 
Of the total of 1£9.537,505 shown in the balance sheet of 
the Bank of Israel at the end of the year, under the head- 


ing bills discounted, 1£2,829,745 was used by the Bank 


13 


Leumi le-Israel. (The total of bills discounted on May 31, 
1956 was 1£13,954,369.) So far the Bank of Israel has 
accepted for rediscount only those assets defined by it as 
suitable for this purpose from the point of view of the 
nature of the credit granted. General regulations con- 
cerning rediscountable assets, which might have induced 
the banks gradually to readjust the form of their credits 
accordingly, have not yet been issued. Israeli banks 
maintain fairly high standards of liquidity and hold the 
greater part of their other assets in the form of loans to 
clients, that is to say, in a form not very suitable for 
rediscount by a central bank. Bills and promissory notes 
are accepted by banks from clients more often as col- 
lateral for bank loans than for discount purposes. It is 
therefore doubtful whether such bills are always suitable 
for rediscount, a fact which might weaken the Bank of 
Israel's freedom of action, should the need for extensive 
action arise. In such case. other methods might have to 
be devised. 

Phe Bank of Israel Law promulgated in 1954 provided 
for the repeal of the old Turkish law, so far as it was 
applicable to banks, according to which a creditor could 
not claim more than 9 per cent interest per annum, and 
empowered the Governor of the Bank of Israel to fix the 


maximum rate of banking 


interest to be charged by 
institutions. The repeal of the Turkish law was not made 
effec tive. however. and was again postponed by decision 


of the Parliament on February 1. 1956. 


The total amount of bank credits remained more o1 
less unchanged during 1955, despite a considerable in- 
crease in production. The continued development in agri- 
culture and industry created a strong and constant de- 
mand for bank credits, while the credit restrictions left 
no room for expansion. This had the effect of perpetuat- 
ing the excessive rates of interest demanded by private 
money lenders and several banks and credit cooperatives. 
which creates a constant upward pressure on interest 


rates paid on deposits. 


Sources: 


Bank Leumi le-Israel B.M., Annual Report and 
{ecounts 1955, Tel Aviv, Israel: The Jerusalem 
Post, April 19 and June 13, 1956, and Bank of 


Israel. Vonthly 


Statement of Assets and Lia- 


bilities as at 3lst May 1956, Jerusalem. Israel. 


Central Bank in Syria 


The statutes of the Syrian Central Bank (see this News 
Survey, Vol. VIII, p. 233). which will open for business 
on August 1, have been published in the official journal 
of the Syrian Government. The Bank will have a capital 
It will 
be administered by the Council of Money and Credit. 


The head of the Bank will be a Governor, assisted by a 


of LS 10 million, provided by the Government. 


committee of three members. The Bank will have the sole 


right of issuing banknotes. The note issue cover will be 
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composed of gold, foreign exchange, and official and 
private obligations in Syrian pounds, with gold and for- 
eign exchange cover representing at least 30 per cent of 


the total note issue. 


Source: Le Commerce. du Levant, Beirut. 


June 27, 1956. 


Lebanon. 


Far East 
Indian Ore Export Policy 


The Indian Ministry of Commerce and Industry stated 
m June 22 that exports of mineral ores will be increas- 
through the established State 


lrading Corporation, with a view to overcoming certain 


ingly channeled newly 
obstacles in the way of increasing foreign exchange earn- 
ings from the export of ores. Limited opportunities will be 
provided, however, to mining and trading interests for 
direct participation in this export trade within the frame- 


work of a broad policy laid down by the Government. 


India at present exports iron ores principally to Bel- 


gium, West Germany, Czechoslovakia, Poland, and Japan, 
and manganese ores to the United Kingdom, the United 
States, France, Italy, West Germany. Norway. Sweden. 
and Japan. The iron ore exports in 1955 amounted to 
1.3 million tons, valued at Rs 56 million (US$12 million). 
and exports of manganese ore were 900,000 tons, valued 
at Rs 105 million ($22 million). 


Source: 


Embassy of India, /ndiagram, Washington. 


D. C., June 27, 1956. 


Foreign Trade of Cambodia 


Cambodia's total exports in 1955 amounted to 1,402 
million riels (US$40 million), and total imports were 
1.665 million riels ($48 million) ; thus there was a deficit 
of 263 million riels. Viet-Nam and Laos were the main 
customers and suppliers, taking 28 per cent of total ex- 
ports and providing 26 per cent of total imports. Next in 
importance was the French franc area, which took 26 per 
cent of exports and supplied 26 per cent of imports. The 
dollar area bought 26 per cent of total exports but supplied 
only 6 per cent of total imports. The sterling area ab- 
sorbed 16 per cent of exports and supplied 24 per cent of 
imports. 

4 comparison with 1954 is difficult, inasmuch as in 
that year Cambodia belonged to the Indochinese Customs 
Union. Cambodia’s share of the Union's total exports 
Viet-Nam, may be 


If this 


estimate is correct, Cambodia’s exports in 1955 were 600 


and imports, including those with 


roughly estimated at 2 billion riels each way. 


million riels less than in 1954. bee ause of a decrease of 
more than 700 million riels in rice exports. Imports 
decreased by about 400 million riels, mainly on account 
of smaller food imports 

Exports to Viet-Nam and Laos probably decreased by 


100 million riels, and those to the French franc area by 
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80 million riels, while the dollar area bought roughly 
10 million riels (mainly rubber) more than in 1954. 
Imports from Viet-Nam and Laos diminished by nearly 
1,000 million riels, imports from the French franc area 
increased by 115 million riels, while imports from the 


dollar and sterling areas rose by small amounts. 
Source: Banque Nationale du Cambodge, Service des 


Etudes et de la Documentation. Bulletin Mensuel, 
Phném-Penh, Cambodia. May 1956. 


United States 


Developments Affecting U.S. Balance of Payments 


In the May 1956 issue of the Review of Economics and 
Statistics, Mr. Walther Lederer of the U.S. Department of 
Commerce discusses structural and cyclical developments 
that affect the U.S. balance of international payments, 
with special reference to the experience of recent years, 
which has raised the question whether the rest of the 
world is now less dependent than formerly on U.S. 
demand. 

Mr. Lederer points out that in recent years the direct 
effects of foreign transactions upon U.S. business activity 
have usually been considered relatively minor, owing 
to the inclusion of only net foreign investment in the 
presentation of gross national product (GNP). In fact, 
the foreign market for U.S. exports of goods and services 
excluding military grant aid), which amounted to $17.8 
billion in 1954, has substantially exceeded both the do- 
mestic consumer market for automobiles and parts ($12.5 
billion) and total residential nonfarm construction ($13.5 


billion 


annual rate) in exports of goods and services from the 


billion). The rise by $1 (seasonally adjusted 
third to the fourth quarter of 1954 provided as much 
impetus to the upswing of the U.S. economy at that time 
as the rise in consumer purchases of all durable goods 
or the rise in total new construction. 

Other countries have regarded the U.S. payments posi 
tion as one of the most important factors, if not the 
decisive factor, in their development and stability, and 
their receipts of dollar exchange have often limited thei: 
expenditures in the United States and their multilateral 
dollar expenditures in other countries. Payments statis- 
tics, however, cannot measure a payments gap in the 
sense of ex ante demand for dollars in relation to thei 
supply; instead, they necessarily reflect the adjustments 
to actual conditions which various countries have made. 
For the same reason, the net transfer of U.S. gold and 
dollar assets to other countries in recent years cannot be 
onstrued as a measure of any surplus of dollar supply. 

The 1953-54 experience showed that the rest of the 
world had improved its ability to absorb the repercus- 
sions of U.S. business fluctuations, owing to growing 
economic strength abroad and to structural changes in 
U.S. international transactions. From the 1920's until 


the end of World War II, U.S. merchandise imports had 
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declined relative to domestic production, owing to special 
circumstances, such as wars and severe depression. This 
trend was reversed during 1946-48, owing to the tremen- 
dous U.S. need for inventory replenishment. From 1948 
to 1955, however, the rise in import volume and in 
domestic output was nearly parallel. Factors contributing 
to the long-run decline in the relative importance of 
merchandise imports have been the increasing substitu- 
tion of raw material imports for those of finished products, 
and the substitution of domestically produced (or synthe- 
sized) materials for imported raw materials, largely in 
response to supply shortages induced by the war. The 
consumption of imported foods has not increased propor- 
tionately with income because of the low income elasticity 
of such products in a high income country. On the other 
hand, there are powerful factors tending to increase the 
ratio of imports to domestic production, the most impor 
tant being the inability to expand domestic resources in 
proportion to demand, as in copper, petroleum, timber. 
iron ore, lead, zinc, and aluminum. Imports of finished 
manufactures, such as automobiles, bicycles, heavy electri 
cal equipment, and agricultural machinery, also have ex 
panded in recent years much more than was expected 
because foreign industry has a comparative advantag: 
in labor-intensive products and in those where the U.S 
demand is too limited to warrant mass production. By 
1955, imports of manufactured consumer goods had al 
ready recovered from the losses caused by the war and 
represented the same proportion ol disposable personal 
income as in 1937. In the absence of economic or politi 


cal disturbances creating major supply stringencies 
abroad, or of increased impediments to imports in the 
United States, imports will probably continue in_ the 
future to rise proportionately with domestic output o1 


incomes, 


Other U.S. payments abroad also have risen faster 
than GNP since 1937, owing mainly to the new role of 
the Government in international transactions and to the 
increasing importance of direct 


capital movements. 
considered merely a transitory feature of the postwar ad- 
justment period. There may be declines in government 
expenditures, particularly in military aid, but other aid 
may be stimulated if economic competition between the 
The shift from 


fixed-interest portfolio investments abroad in the 1920's 


free world and the Soviet world increases. 


to direct investment in more recent years has probably 
increased the stability of the U.S. capital outflow, because 
direct investment is typically determined by long-rangé 
expansion plans. 

The extent to which U.S. business fluctuations are 
transmitted abroad is likely to be diminished by various 
postwar developments. First, the portion of the outflow 
of dollar exchange that comes from U.S. Government 


expenditures. which are not directly affected by business 


investment in private 


These developments should not be 


activity, is much larger than it was before the war. The 
increased proportion of direct private capital investment 
will mean reduced pressure for debt service during a re 
cession, and the U.S. parent companies, in their desire to 
maintain proper relations with the countries where in- 
vestments are located, may also attempt to stabilize the 
export activities of these foreign enterprises (which repre- 
sent U.S. imports). This tendency was noticeable in the 
1953-54 recession, when imports of some commodities 
declined less than domestic consumption. For several 
important raw materials, where U.S. production is not 


rising enough to meet domestic requirements (e.g... 


metals, petroleum, and lumber), costs of production are 
higher than abroad. so that during a decline in demand 
US. imports tend to be maintained in preferen e to 


domestic output. These and other developments appar- 
ently contributed to the considerably smaller effect of the 
1953-54 recession on U.S payments abroad, compared 


with the 1948-49 recession or the depression of the 1930's 

Mr. Lederer examines at length the question whether 
the U.S. economy has shown an inherent tendency to 
Since 1920 the 
United States has developed particularly the production 
if goods—both 


develop a balance of payments surplus. 


ynsumer goods and industrial equipment 

which tend to be in larger demand as incomes rise: this 
has made it more difficult for other industrial countries to 
A favor- 


ible factor for the future, however. is that since 1950 


void a payments deficit with the United States. 


ther countries have speeded the development of similar 

nlucts. The payments difficulties of underdeveloped 
intries vis-a-vis the United States have reflected the 
with the 


improved supply capabilities of Europe and Japan, the 


general pressure of their demand for imports; 
‘dollar gap” of underdeveloped countries has broadened 
If the rise in U.S. 


productivity has in fact been faster than the increase in 


i gap vis-a-vis all industrial areas. 


ther countries, it has not necessarily led to a balance of 
payments surplus; the effects depend on whether internal 
demand has risen fast enough to absorb the produ t. and 
avoid a shift in com 


Finally, Mr. Lederer sug 


gests that U.S. tariffs have not created a merchandise 


wage costs have risen enough to 


parative international costs 


onsistent with the U.S. creditor position. 


t is possible to balance the creditor position 


tther transactions, and this has in fact 


Balance through 


occurred. 
government aid and private investment 
has also been beneficial to othe 


uuntries, by reducing 


their dependence on U.S 


Source: The Review of Economics and Statistics. Cam- 


bridge. Mass... May 1956. 


Latin America 


Colombian Exchange Measures 
At the end of June. the Colombian authorities offered 


importers waiting for exchange authorization the im 
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mediate allocation of exchange at the current official 
exchange rate of 2.50 pesos per U.S. dollar for one half 
of the value of their pending applications provided that 
they purchase the other half of the foreign exchange 
in the free market at a rate currently about 4.60 pesos per 
U.S. dollar or supply it otherwise. Pending applications 
have increased to Ps$240 million, from Ps$180 million a 
year ago, mainly, according to the Colombian authorities, 
because of lower export prices and a smaller volume of 
coffee available for export. However, many pending ex- 
change applications are known to represent obligations 
which the Colombian importers have paid to foreign ex- 
porters through unofficial channels. Importers who do 
not accept the offer will receive, as heretofore, official 


exchange, in chronological order of their applications, 


for the entire value of their pending applications. The 
waiting period for allocation of exchange is at present 
about six months. At the current free market rate, im 
porters who take advantage of the offer will pay about 
At the same 


exchange arrangements 


K) per cent more in pesos for their imports. 
time that these new were an 
nounced, n.vnetary measures were also taken to liberalize 
credit and reverse the restrictive measures of last April. 
The 60 per cent additional reserve requirement on new 
deposits was eliminated as of July 1, and banks’ reserve 
requirements against deposit liabilities were reduced from 
18 per cent to 14 per cent for sight deposits and from 8 
per cent to 5 per cent for all other deposits. 
Sources: Colombian Embassy. Press Release. Washing 
ton. D. C.. June 27. 1956: The Journal of Com 


merce, New York. N. Y.. June 28, 1956 


Other Countries 


Australian Import Restrictions 


The Australian Government has announced an intensi- 
fication of import restrictions with effect from the start 
of the import licensing quarter which began on July | 
The intensification is expected to achieve a reduction of 
imports of £A 40 million in a full year: the effect in 
1956-57 will be smaller. since it is several months before 
the full impact of new restrictions is reflected on import 
hgures. 

The Acting 
review of the balance of payments position, the Govern 
Australia’s 


international reserves this year have been supported by 


Prime Minister has stated that, after a 


ment considers the new restrictions necessary. 
a considerable inflow of private capital, and it would 


At the 


present licensing rate, imports are exceeding £A 700 mil- 


be risky to rely on a continuance of that rate. 


lion. which is higher than the rate that can be maintained 
in relation to exports. The relatively high rate of imports 
in the past year, which has continued in recent months, 
was due mainly to the flexibility in the administration 


of the licensing system in the period following the October 


intensification of import restrictions. Certain long-term 
programs of capital expansion in private industry had 
to be kept going, and provision had to be made for the 
replacement of obsolete equipment. Also, there were many 
licenses outstanding from previous less restrictive periods, 
and imports of petroleum products which are not subject 


to restriction were greater than had been estimated. 


Phe announced cuts and changes in the import licensing 
system are as follows: Some items included in category 


B (covering less essential items) were transferred to 


category A. Interchangeability of category B licenses 
between all goods in this category was abolished, and 
instead seven subcategories were created, with provision 
for interchangeability within subcategories but not be- 
tween them. For each subcategory, importers will have 
to establish new quotas, fixed as a percentage of their 
imports of such goods during 1954-55. Under the new 
licensing system, imports in each subcategory will be 


reduced by percentages varying from 25 to 33%. 


Imports of category A goods will, as a rule. be licensed 
at varying percentages of the quotas available to im 
porters as of June 25, 1956, and will be subject to periodic 
review. The cuts range from 5 per cent to 75 per cent 
There will be no changes in regard to those items which 
are not subject to quota control. However, in the ad 
ministration of licensing within this group. there will be 
some tightening and readjustment of allocations to per- 
mit the foreign exchange requirements of essential de 
velopment programs to be met. 


\ creat 


restrictions 


number of affected by the new 
Imports of cigarettes will be 


cent. Scotch whisky 


voods are 
reduced by 
90) per by 25 per cent, types of 


carpet and floor covering by 25 per cent, and fish imports 


by 25 per cent. Also imports of fully assembled vehicles 
will be cut by 50 per cent and unassembled chassis by 
30 per cent. The restrictions on the last two items will 


also apply to imports from the dollar area. 
Sydney Herald, Sydney. Aus- 
June 29, 1956: The Financial 
29. 1956. and The Times, July 5. 


London, England. 


Sources: The Vorning 
Times. 


1950. 


tralia, 


June 
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